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OATH OR AFFIRMATION
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Halpern Associates LLC
Certified PubHc Accountants and Consuftants

218 Danbury Road AMton CT 06897 03 210-7364 FAX 203 210-7370 nHapemassoccom

INDEPENDENT AUDITORS REPORT

To the President of

Kedem Capital Corporation

We have audited the accompanying statement of financial condition of Kedem

Capital Corporation the Company as of December 31 2009 This financial

statement is the responsibility of the Companys management Our responsibility is to

express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally

accepted in the United States of America Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether this financial statement

is free of material misstatement An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements An audit also

includes assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We
believe that our audit provides reasonable basis for our opinion

In our opinion the financial statement referred to above presents fairly in all

material respects the financial position of Kedem Capital Corporation as of December

31 2009 in conformity with accounting principles generally accepted in the United

States of America

LL

Wilton Connecticut

January 26 2010



KEDEM CAPITAL CORPORATION

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2009

ASSETS

Cash and cash equivalents 78944

Receivable from clearing broker 67687

Furniture equipment and leasehold improvements

at cost net of accumulated depreciation and

amortization of $142542 and $20565 respectively 4236

Other assets 28056

TOTAL ASSETS $178923

LIABILITIES AND SHAREHOLDERS EQUITY

LIABILITI ES

Accrued expenses and other liabilities 8876

SHAREHOLDERS EQUITY

Common stock no par value authorized

200 shares issued and outstanding

share 200000

Accumulated Deficit 29953

TOTAL SHAREHOLDERS EQUITY 170047

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY $178923

The accompanying notes are an integral part of this statement



KEDEM CAPITAL CORPORATION

NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE YEAR ENDED DECEMBER 31 2009

NOTES ON SIGNIFICANT BUSINESS ACTIVITIES

Kedem Capital Corporation the Company began doing business as

registered broker-dealer in securities with the Securities and Exchange Commission in

1986 In this capacity it executes both principal and agency transactions for itself and

its customers The Company operates on fully disclosed basis through its clearing

broker JP Morgan Clearing Corp JPM
In the normal course of its business the Company enters into financial

transactions where the risk of potential loss due to changes in market market risk or

failure of the other party to the transaction to perform counterparty risk exceeds the

amounts recorded for the transaction Investments in non-marketable securities are

carried at historical cost

The Companys policy is to continuously monitor its exposure to market and

counter-party risk through the use of variety of financial position and credit exposure

reporting and control procedures In addition the Company has policy of reviewing

the credit standing of each broker/dealer clearing organization customer and/or other

counter-party with which it conducts business

The Company introduces its customer transactions to JPM with whom it has

correspondent relationship for execution and clearance in accordance with the terms of

clearance agreement In connection therewith the Company has agreed to indemnify

JPM for losses that the clearing broker may sustain related to the Companys
customers After December 31 2009 all amounts related to customer transactions

were received by JPM Securities purchased by customers in connection with those

transactions are held by the clearing broker as collateral for the amounts owed

The clearing and depository operations for the Companys proprietary and

customer transactions are performed by JPM pursuant to the clearance agreement At

December 31 2009 the receivable from clearing broker reflected on the statement of

financial condition was substantially in cash

SIGNIFICANT ACCOUNTING POLICIES

Security transactions and financing with JPM are classified as operating activities

on the statement of cash flows since this is the Companys principal business

Investments in securities that are traded on securities exchange are valued at

the last reported sales price on the primary exchange on the fast business day of the

year Investments in securities traded in the over-the-counter market for which no

market quotations are available are valued at the last reported bid prices year



KEDEM CAPITAL CORPORATION

NOTES TO STATEMENT OF FINANCIAL CONDITION continued

FOR THE YEAR ENDED DECEMBER 31 2009

Purchases and sales of securities are recorded on trade date basis

Commissions are recorded on settlement date basis Realized gains and losses on

security transactions are based on the first-in first-out or the specific-identification

method Dividend income and dividends on securities sold short are recorded on the

ex-dividend date

The Company maintains its books and records on an accrual basis in

accordance with generally accepted accounting principles GAAP generally accepted

in the United States of America which requires the use of estimates by management
Actual results could differ from these estimates

Leasehold improvements are amortized over the term of the lease

In accordance with GAAP management implemented Statement of Financial

Accounting Standards No 157 ASC 820 Valuation of Investments in Securities and

Securities Sold Short at Fair Value Definition and Hierarchy and has determined that

it bears no material effect on the financial statements as presented

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include $2544 being held in money market funds

PROVISION FOR INCOME TAXES

The Company is recognized as an S-Corporation by the Internal Revenue

Service As an S-Corporation the Company is subject to New York State surcharge
while the shareholder is liable for federal and state income taxes on the Companys
taxable income As result the financial statements reflect the minimum tax charged

by the State of New York

In accordance with FASB Interpretation No 48 Accounting for Uncertainty in

Income Taxes ASC 740 the Company is required to determine whether tax

position of the Company is more likely than not to be sustained upon examination by the

applicable taxing authority including resolution of any related appeals or litigation

processes based on the technical merits of the position The tax benefit to be

recognized is measured as the largest amount of benefit that is greater than fifty percent

likely of being realized upon ultimate settlement De-recognition of tax benefit

previously recognized could result in the Company recording tax liability that would

reduce net assets This policy also provides guidance on thresholds measurement de

recognition classification interest and penalties accounting in interim periods

disclosure and transition that is intended to provide better financial statement



KEDEM CAPITAL CORPORATION

NOTES TO STATEMENT OF FINANCIAL CONDITION continued

FOR THE YEAR ENDED DECEMBER 31 2009

comparability among different entities It must be applied to all existing tax positions

upon initial adoption and the cumulative effect if any is to be reported as an adjustment

to net assets as of January 2009 Based on its analysis the Company has

determined that the adoption of this policy did not have material impact on the

Company financial statements upon adoption

RELATED PARTY TRANSACTION

Included in other assets is receivable of $3777 from corporation which is

wholly owned by the Companys shareholder

COMMITMENT

The Company leases office space under non-cancelable lease expiring

December 31 2010 Future minimum lease payments for the year ending December

31 2010 are $45000

RULE 15C3-3

The Company is exempt from the provisions of Rule 15c3-3 under paragraph

k2ii in that the Company carries no margin accounts promptly transmits all

customer funds and delivers all securities received does not otherwise hold funds or

securities for or owe money or securities to customers and effectuates all financial

transactions on behalf of customers on fully disclosed basis

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commissions Net

Capital Rule 15c3-1 which requires the maintenance of minimum net capital and

requires that the ratio of aggregate indebtedness to net capital both as defined shall

not exceed 15 to At December 31 2009 the Company had net capital of $137704

which exceeded the minimum requirement of $100000 by $37704 The Companys

ratio of aggregate indebtedness to net capital ratio was .06 to


